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STATE SCHOOL BUILDING AID AND EARTHQUAKE
RECONSTRUCTION AND REPLACEMENT BOND LAW
Ballot Title
THE STATE SCHOOL BUILDING AID AND EARTHQUAKE RECONSTRUCTION AND
REPLACEMENT BOND LAW OF 1974.

YES

Provides for.a bond issue of one hundred fifty million dollars ($150,000,000) to provide capital outlay for construction or improvement of public schools.

NO

FINAL VOTE CAST BY LEGISLATURE ON AB 3236 (PROPOSITION 1):
ASSEMBLY-Ayes, 67
SENATE-Ayes, 35
Noes,
Noes,

°

°

Analysis by Legislative Analyst
PROPOSAL:
For the past 22 years the state has helped school districts finance their building needs by selling state general
obligation bonds. Both the state and the local school
districts share in the repayment of these bonds. Over the
history of this program about $2.2 billion in such bonds
have been authorized.
This proposition would authorize the state to sell $150
million in general obligation bonds for school district
building aid loans. Up to $50 million of this money could
be loaned (1) to qualified school districts to reconstruct,
repair or replace ~tructurally unsafe school buildings or
(2) to qualified school districts which have had buildings damaged by an earthquake since March 1, 1974 if
no other state or federal funds are available. The balance
of $100 million plus any unused portion ofthe $50 million
would be used by qualified school districts to build
schools to meet enrollment growth. The state may establish priorities for the .allocation of these funds to school
districts.
Under the 1952 School Building Aid Law there are
two major aid programs: (1) state aid for districts experiencing high enrollment growth and ( 2) state aid
for those districts that must repair or replace structurally
unsafe buildings or buildings that have been recently
damaged by an earthquake. The repayment requirements
of these two major state aid programs are different.
Growth Districts. Only those school districts which
expect increased pupil enrollments and have bonded up
to local capacity are eligible to participate in the state
building aid program. To date the state has repaid about
51 percent of the total principal and interest cost on the
bonds issued for this aid program and local districts have
repaid the remaining costs.
Unsafe Buildings. School districts are required to
abandon, repair or replace structurally unsafe buildings
by June 30, 1975. To assist districts in meeting this deadline, the state authorized a special building aid program
in 1971. Districts which must repair or replace such
buildings are permitted to levy a special tax to raise
matching funds to qualify for state aid. Districts which
levy the tax may qualify for state ,loans from 25 percent
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up to 80 percent of the total building cost depending on
district wealth. The balance is provided by the district.
It is estimated that districts will repay, with interest, hetween 90 to 100 percent of the state loan ~mount. The
variance in the estimated repayment percentage results
because the district repayment is not based on a fixed
yearly amount but varies with changes in the district's
property values, and bonded indebtedness.
,
Any portion of the $50 million not used by districts
for earthquake safety measures would return to the regular state school building aid program.
FISCAL EFFECT:
The most recent school bonds issued' by the state
(May, 1974) were sold at an interest rate of 5.4 percent. Based on this rate, the total interest cost of the
$150 million general obligation bonds would be approximately $85 million for a total principal and interest cost
of $235 million assuming a 20-year repayment period.
Interest rates will vary from this rate depending on the
bpnd market when the bonds are sold.
In order to estimate the principal and interest cost to
the state and school districts it is necessary to differentiate between the two building aid programs. Under the
enrollment growth program, $100 million would be available at an estimated interest cost of $57 million for a
total cost of $157 million. Historically the state has repaid 51 percent and districts have repaid the balance.
Therefore, the estImated maximum state portion of the
cost based on this ratio would be $80 million and the
district portion would be $77 million. These repayment
percentages fluctuate from year to year and there has
been a recent trend toward a higher local portion and
a lower state portion of the total costs.
Under the unsafe building program, $50 million would
be available for state loans at an estimated interest cost
of $28 million for a total cost of $78 million. It is estimated that districts will repay from 90 to 100 percent
of the loan amount. Therefore, the maximum state
principal and interest cost would probably not exceed
$7.8 million or 10 percent and the districts would repav
the balance.

State School Building Aid and Earthquake
Reconstruction and Replacement Bond Law
Argument in Favor of Proposition 1
Your "Yes" vote OIl Proposition 1 will provide our
children with earthquake-safe schools throughout the
state and will eliminate overcrowded classrooms in our
rapidly growing areas.
For the past 22 years, Californians have taken a practical, fair approach to providing emergency financing to
those low-wealth districts in the state which have exhausted their own local resources and are unable to
provide needed classroom facilities for their children.
These districts, after qualifying under strict State standards, are eligible to receive loans financed by State general obligation bonds under the State School Building
Aid Law of 1952. $100,000,000 of the bonds proposed in
this proposition will be utilized to continue this valuable
program, which is acclaimed throughout the nation as
the best of its kind.
Loans will only be made to those districts which can
prove their enrollment needs and then only in accordance with strict building limitations and cost standards.
In addition, your "Yes" vote on Proposition 1 will make
$50,000,000 available for continued loans to those school
districts which are still housing children in structurally unsafe buildings which do not meet earthquake
standards.
;t:xisting law provides that children may not attend
hOol in any unsafe school building after June 30, 1975.
J.t would be physically impossible to replace all of the
great number of unsafe buildings by this deadline and
many children will have t~ temporarily be placed in
crowded classrooms or. double session. While the bulk
of the money necessary for reconstruction or replacement

of such unsafe classrooms was approved by the voters in
1972, rapid increases in the cosf of construction have
made it impossible to complete the job with available
funds. Proposition 1 includes $50,000,000 to complete
this program for the reconstruction and replacement of
unsafe schools.
The funds for earthquake safety will be lent only to
those districts specifically requesting the money and district repayment will not affect property taxes in any other
district. Further, the'districts themselves must supply up
to 75% of the cost of their project before borrowing
Proposition 1 funds.
Because Proposition 1 makes good fiscal sense; because it is. the practical way to allow specific financiallystr;lpped school districts to build the classrooms they
urgently need, this measure has the solid support of
leaders of both political parties, organized labor, chambers of commerce, women's organizations, minority and
church groups, educational leaders and thousands of
others concerned with our children's safety and well
being.
To reduce p,es:;ute on the local taxpayer, to assure
minimum classroom space for every child, and to repair
or replace unsafe schools, vote '1es" on Pro]JOsition 1.
ALISTER McALISTER
Assemblyman, 25th Dim-kt
WILSON RILES
Superintendent of Public lnstnlction
PETER H. BEHR
Senator, 4th District

No argument against Proposition 1 was submitted

See Page 69 for the Text of Proposition 1

Arguments printed on this page are the opinions of the authors and have not been
checked for accuracy by any otIicial agency.
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TEXT OF PROPOSITION 1
This law proposed by Assembly Bill 3236 (Statutes of 1974, Chapter
475) is submitted to the people in accordance with the provisions of
• '"ticle XVI of the Constitution.
This proposed law does not expressly amend any existing law;
..•"refore, the provisions thereof are printed in italic type to indicate
that they are new.)

PROPOSED LAW
1. Chapter 16 (commencing with Section 19961) is
added to Division 14 of the Education Code, to read:
SECTION

CHAP7:ER Hi STATE ScHOOL BUILDING AID AND EARTHQUAKE
RECONSTRUCTION AND REPLACEMENT BOND LA W OF 1974
19961. This act may be cited as the State School Building Aid and
Earthquake Reconstruction and Replacement Bond Law of 1974.
19961.1. The State General ObliJ;ration Bond Law (Chapter 4
(commencing with Section 16720) orPart 3 ofDivision 4 of Title 2 of
the Government Code) is adopted for the purpose of the issuance,
sale and repayment of, and otherwise providing with respect to, the
bonds author/zed to be issued by this chapter, and the provisions of
that law are included in this chapter as though set out ill full in this
chapter. AD references in this chapter to "herein" shall be deemed
to refer both to this chapter and such l a w . '
19961.2. As used in this chapter, and for the purposes of this
chapter as used in the State General Obligation Bond Law, the
following words sIJ1fIl have the following meanings:
(a) "Committee" meanS the State School Building Finance
Committee created by Section 19fJ10.
(b) "Board" means the State Allocation Board.
(c) "Fund" means the State School Building Aid Fund.
19961.3. For the purpose of cresting a fund to provide aid to
school districts of the state in accordance with the provisions of the
State School Building Aid Law of 19fJ2, and of all acts amendatory
,thereof and supplementary, thereto, and to provide funds to repay
any money sdvanced or loaned to the State School Building Aid Fund
uDder any act of the LegisJatur~, together With interest~rol-jded for
in that llet,' and to be used to relIDburse the General Ob lItion Bond
&ptmae Revolving Fund pursuant to Section 167. .5 01 the
CQvemment Code the committee shall be and is hereby authorized
mel empowered to creste a debt or debts, liability or liabilities, ofthe
,..,. 0{ c.JiIOrnis, in the aggregate l!IDount of one hundred fifty
million doJlars(11lJO,ooo,()()()) in the manner provided herein, but not
in ~ thereof.
1!11161.4. All bonds herein authorized, which shalllJal'e been duly
IfIId and dttJivered as hereiI: provided, shall constitute valid and
kIDlJy binding general obligations of the State of California, and the
ni1J~ and credit ofthe State ofCalifomia is hereby pledged for the
punctual payment of both principal and interest thereoF.
1bere shall be collected annually in the same manner and at the
same time as other state revenue is collected such a sum, in addition
to the ordinary revenues of the state, as shall be required to pay the
principal and interest on said bonds as herein provided, and it is
hereby ID8de the duty ofall oRicers charged by Jaw with any duty in
regard to the coUection ofsaid revenue, to do and perIQrm each and
ereJY aet which shall be necessary to collect suc:h additional sum.
On the several dates of 1118turity of said principal and interest in
each RscI# year, the..e shall be tnuisferred to the General Fund in the
State Treasury, all of the money in the fund, not in excess of the
principal of and interest on the said bonds then due and payable,
except as herein provided for the priorrede1f1ption ofsaid boI?ds~ and,
in the event such money so returned on said dates ofmaturity 1$ less
than the said principal and interest then due and payable, then the
balance remaining unpaid shaD be returned into the General Fund
in the State Treasury out of the fund as soon the;eafter as it shall
become available.
19961.5. AD money deposited in 'the fund under Section 19611 of
this code and pursuant to the provisions ofPart 2 (commencing with
Section 163(0) ofDivision -4 of Title 2 of the Government Code, shall
be available only for transfer to the General Fund, as provided in
Section 19961.4. When transferred to the General Fund such money
shaD be applied as a reimbursement to the General Fund on account
ofprincijJsJ and interest due and payable or paid from the General
Fund on the earliest issue of school building bonds for which the
General Fund has not been FuUy reimbursed by such transferoffunds.

19961.6. 1bere is hereby appropriated from the General Fund in .
the State Treasury for the purpose ofthis chapter, such an amount as
wiD equal the following:
.
.(a) Such sum annually as wiD be necessary to pay the principal of
and the interest on the bonds issued and soid pursuant to the
provisions of this chapter, as said prinCipal and interest become due
and payable.
.
(b) Such sum as is necessary to carry out the provisions ofSection
19961. 7, which sum is appropriated without regard to fiscal years.
19961.7. For the purposes of carrying out the provisions of this
chapter the Director of Finance may by executive order authorize
the withdrawal from the General Fund ofan amount or amounts not
to exceed the amount of the unsold bonds which the committee has
. by resolution·authorized to be sold for the purpose ofcarrying out this
chapter. Any amounts withdrawn shall be deposited in the fund to be
allocated by the board in accordance with this chapter. Any money'S
made available under this section to the board shall be returned by
the board to the General Fund from moneys received from the sale
of bonds sold for the purpose of carrying out this chapter.
19961.8. Upon request of the board, supported by a statement of
the apportionments made and to be made under Sections 19551 to
19689, inclusive, and Article.9 (cornrnencingwith Section 19700.51) of
Chapter 10, the committee shall determine whether or not it is
necessary or desirable to issue any bonds authorized under this
chapter in order to make such apportionments, and, ifso, the amount
ofbonds then to be issued and sold. Fifty million dollars ($50,()()(),{)()())
shall be available for apportionmeut on December 5, 1974, and Rve
million dollars ($5.000,()()()) shall bt->come available for apportionment
on the Rfth day ofeach month thereafter until a total ofone hundred
Iifly million dollars (115O,ooo,()()()) has become aVlliJable for
apportionment. Successive issues of bonds inay be authorized and
iOJd to make such apportionments progJ'f'SSive/y, and it shall not be
necessary that all ofthe bonds herein authorized to be issued shall be
sold at anyone time.
19961.9. In computing the net interest cost under Section 16754 of
the Government Code, interest shall be computed from the date of
the bonds or the last preceding inter !Jst payment date, whichever is
latest, to the respective maturity dates of the bonds then olTered for
sale at the coupon rate or rates specified in the bid, such computation
to be made on a 36tJ.day·year basis.
19961.10. 1be committee may authorize the State Treasurer to
sell all or any part of the bonds herein authorized at such time or
times as may he fixed by the State Treasurer.
.
19961.11. AD proceeds from the sale of the bonds herein
authorized deposited in the fund, as pro~~ded in Section 16751 ofthe
Government Code, except those derived from premium and IICCrued
interest, shall be available for the purpose herein provided, but shall
. not be availsble for transfer to the General Fund pursuant to Section
19961.4 to pay principal and interest on bonds.
19961.12. Klth respect to the proceeds ofbonds authorized by this
chapter, all the provisions of Sections 19551 to 19689, inclusive, shall
apply except:
. (a) Any reference in Sections 19551 to 19689, inclusive, to "Section
16.5, Article XVI of the Coz1$titution of this state" shall be deemed a
reference to this c:hapter.
(b) Any reference in Sections 19551 to 19689, inClusive, to "Section
19704" shall be deemed a reference to Section 19961.4.
19961.13. Out of the first money realized from the sale of bonds
under this act, there shall be repaid any !11oneys advanced or loaned
to the State School Building Aid Fund under any act of the
Legislature, together with interest provided for in that act.
.
19961.14. Notwithstanding any provisions in this chapter to the
contrary, ofthe moneys made available by this chapter, not to exceed
the sum offifty million dollars {$5O,ooo,()()()) or such amount thereof
that the board may determine necessary therefor, shall be available
under the provisions ofArticle 9 (cornrnencingwith Section 19700(51)
of Chapter 10 for the purpose of rehabilitating, reconstructing, or
replacing school facilities which are unsafe by virtue ofnot being in
compliance with Article 5 (commencing with Section 155(1) of
Chapter 2 ofDivision 11 or for the purpose ofrepairing actual damage
to school facilities caused by an earthquake after March 1, 1974, and
for which there are no other state or federal funds available for such
restoration. 1bese funds shall be made available to eligible school
districts when the RscsJ and other requirements prescribed by Article
9 (commencing with Section 19700.51) of Chapter 10 are complied.
with.
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